Review of the Book \u3ci\u3eMinimum Wage Regulation in the United States\u3c/i\u3e by Ehrenberg, Ronald G
Cornell University ILR School 
DigitalCommons@ILR 
Articles and Chapters ILR Collection 
10-1984 
Review of the Book Minimum Wage Regulation in the United 
States 
Ronald G. Ehrenberg 
Cornell University, rge2@cornell.edu 
Follow this and additional works at: https://digitalcommons.ilr.cornell.edu/articles 
 Part of the Labor Economics Commons, and the Labor Relations Commons 
Thank you for downloading an article from DigitalCommons@ILR. 
Support this valuable resource today! 
This Article is brought to you for free and open access by the ILR Collection at DigitalCommons@ILR. It has been 
accepted for inclusion in Articles and Chapters by an authorized administrator of DigitalCommons@ILR. For more 
information, please contact catherwood-dig@cornell.edu. 
If you have a disability and are having trouble accessing information on this website or need materials in an 
alternate format, contact web-accessibility@cornell.edu for assistance. 
Review of the Book Minimum Wage Regulation in the United States 
Abstract 
[Excerpt] Why yet another book on minimum wages in the United States, especially one that follows so 
closely on the heels of the 1981 Report of the Minimum Wage Study Commission and parallel studies 
(including another one by Fleisher) sponsored by the American Enterprise Institute? The author's goal 
here is to evaluate minimum-wage regulation in light of its benefits and costs as an antipoverty device; 
and most of his book is based on his interpretation and evaluation of the existing literature, including the 
large body of recent research. The book is written in a nontechnical fashion for nonspecialists (frustrated 
econometricians will search in vain for an equation or even a Greek symbol), and the author succeeds 
quite well in keeping the writing lively and in presenting a well-reasoned argument. One would have 
expected no less from the co-author of a well-written textbook in labor economics. 
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attributable to the enthusiasm of the authors 
and their desire to gain converts. Thus, they 
criticize many of the statistics used by those whose 
views they oppose, citing some of the well-known 
problems with such basic data as the unem-
ployment rate and the gross national product. 
But their own analysis and use of data also pres-
ent many problems and inconsistencies. For 
example, their analysis of the employment 
effects of various health and safety improve-
ments is extremely simplistic, based on an implicit 
partial-equilibrium model. On the one occasion 
where they engage in a more general analysis, 
they seem to contradict themselves. They argue 
that the cancellation of a given project does not 
necessarily cost jobs because the money saved 
can be spent elsewhere, but they seem unaware 
that the same logic says that environmental reg-
ulation may not create jobs because the money 
used to protect the environment might have been 
spent elsewhere. 
Also, the argument tends to veer off into top-
ics about which the authors are not as expert 
and thus the analysis is not as satisfactory. For 
example, the explanation of the failure of cap-
italism to provide full employment and the 
explanation of the roots of secular inflation are 
both unsophisticated and inaccurate. In fact, the 
authors seem to address these peripheral issues 
only to demonstrate further the historical ante-
cedents for the current greed and perfidy of 
modern corporations. 
In many ways, the logic of this book is more 
suitable as an overall critique of mature capi-
talism than as a treatise on environmental issues. 
As a critique of modern capitalism, Fear at Work 
makes a powerful, sophisticated, and compel-
ling case that corporate control over jobs is inim-
ical to "democratic control" of the economy. 
Although the authors do not seem to consider 
themselves Marxists, the analysis here is Marx-
ian in the very best sense of that term. 
There is little here in the critique of corporate 
and government behavior with which a modern 
Marxist would feel uncomfortable. The notions 
that history is written from the perspective of 
the powerful, that government serves the inter-
ests of corporate finance, and that employers 
oppose environmental, health, and safety reg-
ulation (and unionization as well) because they 
perceive a threat to their unilateral control over 
the workplace are all part and parcel of the best 
and most insightful of contemporary radical 
analysis. 
In fact, the thing which is ultimately unsatis-
fying about this book is that it stops halfway. 
Having made a fairly compelling but thor-
oughly radical critique of mature capitalism, the 
authors propose a nonradical, commonplace 
solution: workers and environmentalists joining 
together to seek full employment and environ-
mental protection via legislation and local action. 
Certainly there are examples of such coalitions 
that have been successful; but as Marx and Lenin 
predicted, under capitalism workers will have 
small, sporadic victories. The real question is 
whether "democratic control" of economic life 
can be made to coexist with private enterprise. 
Kazis and Grossman seem to think it can, but a 
more logical deduction from their analysis of 
corporate and government behavior may well 
be that it cannot. 
Clifford B. Donn 
Associate Professor and Chairperson 
Department of Industrial Relations 
Le Moyne College 
Minimum Wage Regulation in the United States. 
By Belton M. Fleisher. Washing ton , D.C.: 
National C h a m b e r Founda t ion , 1983. x, 
85 p p . N . p . 
Why yet another book on minimum wages in 
the United States, especially one that follows so 
closely on the heels of the 1981 Report of the 
Minimum Wage Study Commission and parallel 
studies (including another one by Fleisher) 
sponsored by the American Enterprise Insti-
tute? The author's goal here is to evaluate min-
imum-wage regulation in light of its benefits 
and costs as an antipoverty device; and most of 
his book is based on his interpretation and eval-
uation of the existing literature, including the 
large body of recent research. The book is writ-
ten in a nontechnical fashion for nonspecialists 
(frustrated econometricians will search in vain 
for an equation or even a Greek symbol), and 
the author succeeds quite well in keeping the 
writing lively and in presenting a well-reasoned 
argument. One would have expected no less 
from the co-author of a well-written textbook 
in labor economics. 
After an introductory discussion of the poli-
tics of who supports minimum-wage legislation, 
the major chapter in the book examines the the-
ory and empirical evidence regarding the pos-
sible adverse effects of minimum-wage laws. 
Discussed here are effects on employment (in 
the aggregate and for particular demographic 
groups), on schooling and on-the-job training, 
and on fringe benefits and working conditions. 
Fleisher also considers the extent of noncom-
134 I N D U S T R I A L A N D L A B O R R E L A T I O N S R E V I E W 
pliance with the law. Over half of the empirical 
discussion centers on effects in retail trade and 
the restaurant industry, reflecting, obviously, the 
interests of the sponsor of the study. 
Shorter chapters analyze evidence of mini-
mum-wage effects on unemployment and infla-
tion, and on poverty. Regarding poverty, the 
author concludes that increases in the minimum 
wage do not substantially affect the number of 
low-income families, primarily because the cor-
relation between being a low-wage worker and 
being in a low-income family is not very high. 
(It is, however, much higher for nonwhites, a 
fact the author neglects to mention.) 
Since Fleisher views a reduction in poverty as 
the major potential benefit of the legislation, 
one might wonder why the discussion on this 
topic is so brief. The answer is that economists 
in general have historically done little research 
on the income-distribution effects of minimum-
wage laws, focusing their attention instead on 
the laws' unintended consequences. After over 
40 years of research, the time probably has come 
for the profession to redirect its attention to 
measuring the potential positive effects of the 
laws, as well as its negative ones. 
Fleisher's analysis of the evidence leads him 
to conclude that the nominal minimum wage 
should be held constant, so its real value will 
erode over time; the minimum wage should not 
be indexed to the price level; it should include 
no youth different ia l ; and full credi t for 
employees' tip income should be given to res-
taurant employers in imputing the wage pay-
ments they are required to make under the 
minimum-wage law. The first two conclusions 
follow directly from the author's belief that min-
imum wages reduce employment opportunities 
and do not significantly reduce poverty. The 
third, which so upset the sponsors of the book 
that they wrote a disclaimer (p. 4), was drawn 
from his concern that employers might react to 
a youth different ial by subst i tut ing youth 
employment for adult employment, thereby 
worsening the employment prospects of low-
wage adult workers. The final conclusion, which 
is justified in detail in the book, probably would 
be supported by more people if they were sure 
that employers' reports of workers' tip income 
were actually equal to what the workers received. 
Unfortunately, Fleisher does not consider the 
possibility that this proposal increases employ-
ers' incentives to exaggerate tip income. 
Save for its empirical emphasis on the restau-
rant and retail trade industries, this excellent 
paperback could be logically viewed as an 
updating of Sar Levitan and Richard Belous's 
More Than Subsistence: Minimum Wages for the 
Working Poor (1979), which summarized the pol-
icy conclusions that could be derived from min-
imum-wage research as of the late 1970s. 
Strikingly, the two books come to quite different 
conclusions about the usefulness of minimum-
wage laws. In part, this contradiction reflects the 
improved informat ion made available by 
researchers during the past five years. It also 
reflects, however, the diversity of some of the 
research findings; indeed, as Fleisher himself 
notes, "Others have found it possible to draw 
conclusions opposite to those in the report from 
some of the results of this research" (p. 77). I 
suspect that the contradictory findings are also 
a result of differences between the underlying 
philosophical approaches to the analysis of labor 
markets represented in these two books. 
Read this short book; it's well worth the effort. 
But be aware that what we know about the effects 
of various social programs and legislation, 
including minimum-wage laws, is often not 
totally unambiguous and is subject to differing 
interpretations. 
Ronald G. Ehrenberg 
Professor 
New York State School of 
Industrial and Labor Relations 
Cornell University 
Safety at Work and the Unions. By P. B. Beau-
mont. London: Croom Helm, 1983. 193 pp . 
$25.25. 
Unions have exhibited a healthy skepticism 
about the efficacy of market forces in safety and 
health matters. The union rhetoric preaches the 
sanctity of human life and limb and how these 
should not be evaluated in economic terms. Yet 
the labor movement exhibits some ambivalence 
about this subject. If a dedicated market theorist 
sat down with union leaders to explain why nei-
ther government intervention nor workers ' 
compensation legislation is necessary, they would 
be incredulous. When it comes to practical 
applications at the workplace, however, eco-
nomic considerations are never far removed 
from the mind of a union leader. Differentials 
are negotiated for especially hazardous work, 
while there may be differential enforcement of 
safety codes depending on the individual firm's 
economic prospects. Increased risk may be tol-
erated by unions if the alternative is a plant 
shutdown. In quite opposite situations, union 
leaders may grossly exaggerate the dangers of 
ajob process to increase staffing, shorten hours, 
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